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Commodities  
The world meat market: Beef and mutton 
The International Livestock Centre for Africa was established under the umbrella of the 
Consultative Group on International Agricultural Research (CGIAR) in 1974, with headquarters 
in Addis Ababa. ILCA's mandate is to assist national efforts which aim to effect a change in 
production and marketing systems in tropical Africa so as to increase the sustained output of 
livestock products and improve the quality of life of the people in this region. In pursuit of these 
goals, ILCA's activities embrace three main areas— research, training and documentation. 
The first research programmes were initiated in Ethiopia, Kenya and Mali, and early in 1978 
new programmes were started in Botswana and Nigeria. These countries represent several 
different ecological zones and animal production systems in tropical Africa, as well as 
economies at different stages of development. 
ILCA proposes to produce this informative Bulletin periodically, in order to assist its oven 
research workers and those in other organizations, as well as government planning and field 
officers and others interested in the development of livestock production systems in tropical 
Africa. Information will be provided covering the range of ILCA's activities in the countries where 
research programmes are underway and on a wider basis covering the whole of tropical Africa. 
The first issue of the Bulletin concerns economic trends, and focusses in its detailed analysis on 
the economic situation in Kenya and Ethiopia. 
It is hoped that the audience for this Bulletin will be broad, and the subject matter covered in 
future issues should reflect the interests and information needs of the readers. It is also hoped 
that the quality of the data presented will be progressively improved by critical comparison and 
additional data collected. 
The main livestock commodities traded on the world market are fresh, chilled and frozen meat, 
canned meat, meat products (beef, mutton and goat meat, pork, chicken), eggs, milk products, 
hides and skins, and live animals, including camels. All these commodities are at present 
produced and traded in tropical Africa. This review will focus on fresh, chilled or frozen beef and 
mutton. 
The main flow of beef and mutton has, for some years, been from the great exporting regions of 
Australia, New Zealand and Latin America to Western Europe and North America. The USA, the 
United Kingdom, Italy, West Germany and, more recently, Japan account for much of the trade. 
This situation was transformed during 1974–75, when the position of European countries 
(excluding the USSR) in the beef trade switched from a deficit of almost 750,000 tons in 1973 to 
a surplus of some 200,000 tons in 1975. This reversal affected some 40 percent of the overall 
volume of transactions. The change of 1974–75 was caused by measures taken by the EEC to 
protect the producers of member countries from a fail in demand brought about by economic 
recession, coinciding with an increase in the number of animals slaughtered, which was 
associated in its turn with a rise in livestock feed prices. In mid-1974, imports from non-member 
countries were controlled, while a purchase policy was implemented to support prices. At the 
same time, part of the stocks thus accumulated by the community were put on the world 
markets, increasing supply and depressing prices. 
By comparison, the drop in import demand from the USA and the import limitations imposed by 
the Japanese, all in the same year, had a much less serious impact. By way of compensation, 
the USSR began to purchase meat, and imported some 400,000 tons of beef in 1975. This 
helped sales to recover so that by the end of 1975 transactions had reached pre-crisis levels. 
Nevertheless Latin American exports, particularly from Argentina, have dropped considerably 
because of the loss of the European market. 
 
 The decrease in mutton and lamb imports, which began in Europe in 1972, worsened in 1974 
when Japan, previously a large importer with 20 percent of the market, cut purchases by a fifth. 
Fortunately, a recovery started at the same time, due to purchases by Iran whose imports rose 
from 12,000 to 45,000 tons between 1973 and 1975. Nevertheless, transactions at the end of 
1976 had not regained the maximum level of 1971–72. The declining demand from Western 
Europe, particularly from the United Kingdom, and the stagnation of Japanese imports have 
been partially compensated for by increasing demand from the oil-producing countries of the 
Middle East, but the latter had by 1975 been able to absorb only about 58,000 tons, or less than 
10 percent of all transactions. 
The African share of the total market is negligible, representing less than 4 percent. South Africa 
accounts for a third of both imports and exports in the region. The rest of the trade is shared 
among a number of countries, including Botswana, Rhodesia (Zimbabwe) and Malagasy (net 
exporters); and Zaire, Ivory Coast, Libya and Egypt (net importers). The volume of exchange in 
all cases is extremely small by world standards. 
Price Indicators 
Following the upheaval in the structure of trade, there was an equally important movement in 
price structure. In the importing countries policies implemented with a view to supporting 
production have generally been able to stem the drop in domestic prices. They have even 
helped prices to rise again, in the EEC countries particularly. However, these policies have 
contributed also to the lowering of prices on the world markets. Export prices in Australia, 
expressed in American dollars, decreased by 60 percent between 1973 and 1975, though it is 
true that this decrease was aggravated by the devaluation of the Australian dollar. 
These divergencies have tended to widen the dispersion of meat prices throughout the world. In 
1976, wholesale prices varied from US$ 0.44/kg. in Australia (i.e. export prices) to USS 2.83/kg. 
in France, reflecting the degree of protection enjoyed by national or regional livestock 
producers. In 1975, there was a slight recovery on the world market, but this did not last since 
the trend for protected markets was reversed towards the end of the same year. 
 
 Fluctuations in meat prices were preceded by fluctuations in cereal and other livestock feed 
prices. This changed the value of the meat/livestock feed price ratio, a major variable 
determining the profitability of livestock production in developed countries. 
The drop in this ratio began in the United States in 1972, because of the effect of the cereal 
price increase. Other livestock feed products were affected even more quickly, since incidental 
reasons—such as the disappearance of shoals of achovies along the coasts of Peru—made it 
more difficult to switch to substitutes. The drop was accentuated in 1974 when meat prices 
began to sag under pressure from increased supply caused by the deterioration in the 
profitability of livestock operations. Nevertheless, in all the EEC countries, the price support 
policy helped to limit the fall in the ratio and thereby further contributed to the protection of the 
livestock producers of the member countries. 
At the beginning of the 1970s, the beef/cereal price ratio was high in the United States because 
of the low cereal price. This was an advantage to American producers. The same ratio was 
much lower in the EEC countries, where the agricultural policy tended to protect both meat and 
cereal prices, and also in meat-exporting countries such as Australia, which had no protection at 
all. 
Taking into account this initial situation, the variations in relative prices described above have 
helped to reverse the relative position in different countries. While, by the end of 1974, the 
beef/cereal price ratio in the EEC countries was still at the pre-crisis level, in the United States it 
was not only below the pre-crisis level, but was even below the European level. It still remained 
higher, however, than the ratio in the meat-exporting countries. 
The reversal of the trend which started in the United States and in the meat-exporting countries 
in 1975, due to the joint effect of a temporary recovery in meat prices and a drop in cereal 
prices, helped to narrow the ratio levels of the different regions. Nonetheless, the upheavals of 
recent years do not seem to have affected the profitability of the livestock industry in the EEC 
countries as seriously as in the rest of the developed world. 
 
Regional Economies  
The ILCA program countries 
The five countries in which ILCA has research programmes (Botswana, Ethiopia, Kenya, Mali 
and Nigeria) are widely distributed throughout tropical Africa and have very different economic 
and livestock systems. 
Basic economic data 
The countries are relatively large—even the smallest, Kenya, covers 580,000 km2. The human 
and animal populations, however, vary greatly, ranging from 0.7 to 77 million people and from 
2.4 to 32.4 million livestock units.1 In Botswana and Mali the human population density is very 
low, while in Nigeria it peaks at more than 77/km2. In Ethiopia and Kenya, there are 21 
inhabitants/km2, more than twice the average for tropical Africa (12.1/km2). 
1. One livestock unit (L.U.) = 1 head of cattle/0.5 camels/6 sheep or goats. 
These figures fail to show clearly the pressures that may prevail in some regions, while other 
semi-desert zones are practically empty. A better measure of population density can be 
determined from the amount of cultivated land or, inversely, by the number of cultivated 
hectares per inhabitant. 
In these terms, Kenya, which contains both desert and high-potential land, is a densely 
populated country. Indeed, with only 0.13 hectares of cultivated land per head of population, 
Kenya has one-third the cultivated land per head of Nigeria (0.40 ha/head), a more densely 
populated country overall, and a quarter the cultivated land per inhabitant of Ethiopia (0.50 
ha/head), whose overall population density is the same as that of Kenya. In Mali there are 2 ha 
of cultivated land per inhabitant, and 0.80 ha in Botswana. 
 6    Basic economic data 1973–75. 
  Tropical 
Africa 
Botswana Ethiopia Kenya Mali Nigeria 
Area (000 km ) 23,234 600 1,222 583 1,240 924 
Population 
Inhabitants (000) 280.271 691 27,975 13.251 5.697 62.925 
Density ( Inhab./km) 12.1 1.1 22.9 22.7 4. 6 68.1 
Livestock units 
In 000 166.471 2.335 32.400 9.148 6.333 15.947 
Per inhabitant 0.59 3.40 1.19 0.70 1.11 0.25 
Per capita income $ 190 $ 230 $ 90 $ 170 $ 70 $ 210 
GDP distribution (%) 
Agriculture 35 33 50 31 49 37 
Mining industries   13 – – – 23 
Manuf. Industries   21 16 20 16 15 
Services   33 34 49 35 25 
Rural population (as % of total pop.) 77 86.5 84 82 91 62 
Currency 
Monetary unit   Pula Birr Shilling Franc Naira 
Cents   Thebe Cents Cents – Kobo 
Parity rates (notified to IMF)   $ 1.20 $ 0.48 SDR 0.10 FF 0.10 Not notified 
US $ rate of exchange   $ 1.20 $ 0.48 $ 0.12 1OOMF= 
$ 0.20 
$ 1.54 
Source: Ref. 1, 5,11, 12, 13 
In all five countries, the great majority of the population is rural—more than 80 percent in four of 
them. In Nigeria, however, the rural population is relatively small (62 percent in 1970). The per 
capita income ranges from US$ 70 in Mali to US$ 230 in Botswana, thus falling on either side of 
the average of US$ 170 for tropical Africa. 
Mali and Ethiopia are amongst the poorest countries of the world, with a per capita income of 
less than US$100 per year, and agriculture represents a large part of their GDP. In Botswana 
and Nigeria, agriculture represents about one-third of the GDP, 33 percent and 37 percent 
respectively, while the industrial sector accounts for another third of general economic activity, 
basically from mining activities (copper, diamonds and nickel in Botswana and oil in Nigeria). In 
Kenya, agriculture accounts for only 31 percent of the GDP, but the tertiary sector is relatively 
greater here because of the development of the tourist industry. 
Agriculture and livestock 
In Botswana, livestock rearing is the dominant agricultural activity and the most important 
source of exports, whereas agricultural production in the other four countries is largely oriented 
towards domestic consumption. Subsistence crops play a major role in the agriculture of 
Ethiopia, Mali and Nigeria, and to a lesser extent in Kenya, where the agricultural sector is semi-
monetized. Cereals are the main subsistence crops, and the dominant species vary according 
to the environment: teff in Ethiopia; maize and sorghum in Kenya, Ethiopia and Botswana; millet 
and sorghum in Nigeria and Mali, with these last two countries also producing rice and maize. In 
Nigeria, however, roots and tubers—sweet potatoes and cassava—fulfill a substantial 
proportion of the subsistence needs. Other crops, such as oil seeds and pulses, help to provide 
food for domestic consumption, while contributing to exports. 
 Though their share in the GDP varies, cash crops play a major role in the economy, contributing 
to the development of the monetary sector and to foreign trade. The main commodities are 
coffee in Ethiopia and Kenya, cocoa in Nigeria, and cotton in Mali; Kenya also produces tea. 
Cash crops account for more than 50 percent of all exports from Mali and Ethiopia, where more 
than 90 percent of all exports consist of agricultural products, and (apart from the items 
mentioned above) include oil seeds and pulses from Ethiopia, dried fish from Mali and livestock 
products from both. 
 In Kenya, cash crops represent 40 percent of total exports, though the Kenyan economy does 
not depend on agricultural products to the extent that the balance of trade figures would seem to 
indicate. Invisible income from tourism represents about KShs 700 million (US$ 84 million), 
almost equal to the sale of coffee, the major export earner. Now that Nigeria has become an oil-
producing and exporting country, cash crops have lost their importance in the country's 
economy. Neither are they of any significance in the economy of Botswana. 
The importance of the livestock industry differs from one country to another. In Botswana, where 
the number of domestic animals is 3.7 units per inhabitant, livestock represents more than 25 
percent of the GDP and>80 percent of al! agricultural activities. Exports of animal products, 
basically in the form of fresh meat, account for 17 percent of the GDP and almost half the 
exports. In Nigeria, however, the role of the livestock industry is relatively minor, since a large 
part of this country lies in humid and semi-humid zones. Meat production cannot meet domestic 
demand and live animals have to be imported from neighbouring countries to the north, mainly 
Chad and Niger. 
Ethiopia and Kenya are in an intermediary position, with a great deal of the meat production 
consumed locally and the surplus exported in the form of canned meat from both Kenya and 
Ethiopia, as well as live animals from Ethiopia. Exports of livestock products represent 1 percent 
of the Kenyan GDP and 2.3 percent of that of Ethiopia taking into account estimated illegal 
exports of animals from Ethiopia and official sales of hides and skins from both countries. 
Exports of livestock products (excluding fish, but including an estimate of illegal exports of live 
animals) represent some 8.5 percent of the GDP of Mali. 
 
No agricultural report would be complete without an analysis of productivity. Kenya usually 
leads in any comparison of agricultural yields, due in part to the small amount of cultivated land 
per inhabitant. Mali and Botswana, where there is much more cultivated land per inhabitant, 
have much lower subsistence crop yields. The situation in Ethiopia and Nigeria is not as clear, 
since agricultural productivity in these countries is sometimes higher and sometimes lower than 
the African average. However, cereals and coffee, the main crops of Ethiopia, show relatively 
low yields, while in Nigeria there is a high yield from roots and tubers, the main subsistence 
crops. 
Livestock productivity, expressed in kilogrammes of carcass weight per herd unit, also varies 
from one country to another. Botswana is in the lead and is followed by Nigeria, where the 
offtake rate is amongst the highest in Africa. The results from Kenya are comparable to the 
average for the whole of Africa, whereas those from Mali and Ethiopia are below average. In 
Ethiopia, where a relatively large proportion of the national herd is made up of draft animals, 
livestock productivity is only 7.5 kg/per herd unit, and the carcass weight of slaughter animals is 
on average below 110 kg. 
10    Agricultural yields 1975. 
  World Africa Botswana Ethiopia Kenya Mali Nigeria 
Cattle 37.0 15.0 18.0 7.5 14.8 12.6 16.3 
Cereals 18.2 10.0 5.0 8.7 12.4 5.3 6.4 
Roots/Tubes 107.8 72.3 45.4 31.4 68.4 98.4 100.5 
Pulses 6.6 4.1 6.0 6.6 4.9 – 1.9 
Groundnuts 9.9 7.4 – – – 4. 5 3.0 
Coffee 4.9 3.2 – 2 .5 8. 7 – 3.3 
Tea 10.6 10.3 – – 10.6 – – 
Cocoa 3.2 2.8 – – – – 3.1 
Cotton 11.3 7.3 – 5.5 2.4 7.0 2.9 
Cattle in Kilo per herd unit . Crops in quintal per hectare. Source: Ref. 1, 8, 14 
Eastern Africa 
Ethiopia 
The Ethiopian economy is undergoing strong inflationary pressure that seems to stem from an 
increase in public expenditure. Over the last three years, budgetary expenditure has doubled, 
thus causing a large budgetary deficit, which was largely financed by the Central Bank. Thus 
although economic activity has stagnated and industrial production declined (as shown by GDP 
estimates) the money supply has doubled in four years. This combination of expanding money 
supply and declining economic activity explains the present level of price escalation. Several 
factors have helped to alleviate this situation, but they have not eliminated it entirely. 
 
 First, the monetary reform which took place at the end of 1976 helped, at the macro-economic 
level, to freeze part of the purchasing power. When bank notes were exchanged, there was a 
levy of 8 percent on notes of 100 Ethiopian birr; the money supply fell by almost 10 percent 
during the last quarter of 1976. In addition, the 1976/1977 budget has since been executed 
under relatively favourable conditions, since budget revenue was better than expected, with 
export taxes benefiting from a rise in coffee prices on the world market. During the first quarter 
of 1977, there was a surplus of EB 47.4 million (US$ 22.90), compared to a deficit of EB 70 
million during the corresponding period for 1976. 
A second consequence of the inflationary situation prevailing in Ethiopia is the lasting trade 
deficit (EB 149 million in 1976 as against EB 150 million in 1975), despite the 17 percent 
increase in exports. Although import prices have stabilized and petrol rationing has helped to 
reverse the escalating trend of oil purchases—down by more than 30 percent in 1976—imports 
increased by 13 percent in the same year. The improvement in the terms of trade has not 
helped the trade balance to recover to the extent that might have been expected. 
Agriculture 
Agricultural production has not fully recovered from the 1973 drought, and consequently food 
production per capita has continued to decrease. The prolonged decline appears to be linked to 
the implementation of land reform, which in the short term has brought about a decrease in 
cultivated areas. FAO estimates indicate that the 1975 and 1976 cereal harvests were lower 
than in preceding years, despite the favourable rains which helped to increase yields. Cereal 
prices have risen considerably over the last two years, doubling on the Addis Ababa market. 
Coffee arrivals at the Addis Ababa Coffee Inspection Centre have fallen to their lowest level, 
though the prices are exceptionally high. Usually coffee arrivals increase when prices rise. The 
production of pulses and oil seeds has been relatively stable, but exports have decreased, 
particularly of oil seeds. 
Very little information is available on meat production. According to FAO estimates, beef 
production is still below pre-drought levels because of the decline in the herd size. However, 
meat supply problems seem less acute than those of cereal and dairy produce, at least on the 
basis of price trends for these different products. The Addis Ababa municipal abbattoir 
slaughtered a record number of beef animals during 1976 (some 160,000 head as against 
142,000 in 1975) while meat prices have increased by 45 percent between 1975 and 1977. 
 
 The production and distribution of dairy products seems to have been disturbed. Even though 
milk prices paid to the producer by the government controlled milk plant at Addis Ababa (Shola) 
have been kept at the level of previous years, over the last four years retail prices of dairy 
products on the Addis Ababa market have doubled. 
Exports of livestock products 
Exports of livestock products, including canned meat, hides and skins, are second only to 
coffee. However, available statistical data are incomplete since a large proportion of live cattle 
and sheep are exported illegally. 
Official exports of livestock and livestock products increased by 17 percent in 1976. Export 
earnings from hides and skins rose by 60 percent because of the price rise on the world market; 
supply responded and the volume of exports was higher than in the previous year. The present 
volume—9,200 tons in 1976—is still much lower than the maximum of 15,000 tons reached in 
1972/1973. Canned meat and other livestock exports have varied considerably from one quarter 
to the next. There has, however, been a tendency for these exports to decrease towards the 
end of the survey period, although prices have remained high. The unit value of livestock 
exports was on average EB 1500/t, i.e., about US $ 750/t. The unit value of canned meat 
exports has also increased over the past years and was in the region of EB 2,500/t in 1975/76. 
The volume of transactions, however, remains low. 
 
Kenya 
The Kenyan economy is emerging from a three-year recession caused by both external and 
internal factors. Economic activity has recovered, particularly in the industrial sector, and the 
price growth rate—which exceeded 20 percent in annual terms in 1974 and 1975—has been 
slowed. Also, the trade deficit has been considerably reduced: K.Shs. 2,300 million (US$ 276 
million) in 1976, compared to almost K.Shs. 4,000 million in 1974 and 1975 (US$ 480 million). 
Several factors have contributed to the recovery of external trade in Kenya. First, the decrease 
in inflationary pressure in developed economies has enabled import values to be contained 
while at the same time curbing import inflation. In addition, rising export prices, particularly those 
of coffee, have increased foreign earnings (by 60 percent in 1976). In addition, after several 
years of decline, tourism is once again expanding, following the 10 percent devaluation of the 
Kenya shilling in October 1975 and the economic recovery of industrialized countries. 
Thus, devaluation of the local currency took place in a favourable context for the economy, 
which at the same time benefited from a considerable improvement in the terms of trade (up 25 
percent in 1976). The situation is the opposite of that in 1973/74, when the US dollar was 
devalued and Kenya maintained the dollar parity of the shilling. The consequent depreciation of 
the Kenya shilling aggravated the effects of the deterioration in the terms of trade caused by 
rising import prices. 
 
 The improvement in the external trade of Kenya does, however, seem fragile. The rise in coffee 
prices is only a temporary phenomenon, while the rises in oil prices and in imported 
manufactured goods—whose impact on the trade balance is even greater—have permanently 
increased the value of imports. 
Agriculture 
Since 1873, agriculture has gone through a severe crisis which was partly abated by 1976. The 
growth rate of agricultural production, averaging 5 percent between 1968 and 1972, fell to 1 
percent between 1972 and 1975 in both the monetized and subsistence sectors. However, the 
decline was relatively greater in the monetary sector, where the growth rate had previously been 
higher. 
 
 Agricultural prices have risen considerably. In economic terms, the GDP deflator for agriculture 
increased by 30 percent per annum during the 1972/75 period, as opposed to 3 percent per 
annum from 1968 to 1972. Price increases have been greatest in the subsistence sector: in 
particular, cereal prices have risen at an annual rate of 22 percent. However, the price trend in 
other cash crops has been more uneven: the price of tea has fluctuated around the 1970 
average, while the price of coffee increased in 1973/74, though this increase only had a really 
significant impact on the value of exports and the overall trade balance from the end of 1975. 
The agricultural situation improved in 1976, but since the rains were poor in some regions the 
improvement was not uniform. The growth was substantial in the monetized sector (up by 6.7 
percent) which gained from an average 50 percent rise in prices, due mainly to the increase in 
coffee prices from K.Shs. 13.5 to K.Shs. 32.5 between the beginning and end of 1976. In the 
subsistence sector, the decline gave way to an absolute decrease in production (down by 0.7 
percent). The harvest of maize, Kenya's most important cereal, showed a decrease of 10 
percent, varying from 7 to 30 percent according to region. The value of production in the 
subsistence sector has nevertheless increased by 11 percent because of the rise in prices (up 
by 12 percent). 
  
Livestock 
The livestock sector seems to have been the worst affected during the 1972–75 period, 
because of the poor range condition and the rise in prices of animal feed products. 
Commercialized beef production, representing about half of total production, fell by 25 percent 
over four years and finally became stagnant in 1976. Nevertheless, deliveries to the Kenya Meat 
Commission (KMC), which supplies a large part of the Nairobi and Mombasa markets and has 
the export monopoly, picked up sharply from the end of 1975 and reached a record level of 
228,000 head of cattle in 1976. The supply came basically from poor quality cattle however, and 
there was therefore a decrease in the average slaughter weight of animals (111.7 kg instead of 
123.8 in 1975). The decrease in milk production began later and was less severe, but lasted into 
1976. The drop in recorded production was in the region of 25 percent between 1973 and 1976. 
Prospects seem more favourable for 1977 since the price of milk was increased from KShs.0.94 
to KShs.1.34 per kg in October 1976. 
 
 Exports of livestock products increased in 1976, both for hides and skins—which started to 
recover in 1975—and for meat products. Shipments of hides and skins reached the record level 
of 14,158 tons in 1976 (11,940 tons in 1975), and meat, mainly canned, has nearly regained the 
1972 level (9,680 tons compared to 10,208 tons in 1972). 
Export unit values have increased by 33 percent for hides and skins (KShs 13/kg in 1976) and 
by 37 percent for meat (KShs 17.16/kg). Exports of livestock products represented 6 percent of 
the total export earnings in 1976; their share of external trade is still below the 1972 level. 
Comparative analysis of price indicators in Ethiopia and Kenya 
Price ratios are useful in monitoring economic activity, and also, since they express relative 
magnitudes, in comparing economies that differ in size and structure. Price ratios reflect 
advantages and/or costs—as well as variations in these advantages and/or costs—which 
influence production decisions. For this reason, they are a valuable analytical tool. The following 
analysis of the main agricultural price indicators in Ethiopia and Kenya serves to complement 
the information given above. 
According to available statistics, which have been completed in some cases by our own 
estimates, the 1976 level of cereal and milk producer prices, when converted to American 
dollars at official exchange rates, appears to be higher in Ethiopia than in Kenya. The difference 
in the case of cereals is related to the Ethiopian preference for teff, a cereal which has a high 
nutritive value but a low yield and a price which is double that of maize, the basic cereal of 
Kenya. When cereals of the same species are compared, their relative prices vis-a-vis other 
cereals are similar: the price of wheat, for example, is 1.5 times higher than that of maize both in 
Kenya and Ethiopia. However, even on these bases, cereal prices are slightly higher in Ethiopia 
than in Kenya. The producer prices for coffee, on the other hand, are lower in Ethiopia, partly at 
least because of an export tax in Ethiopia which has to be borne entirely by the producer. The 
difference disappears on comparing export prices, which are set by world market trends. 
The producer prices for meat cannot be compared so easily. However, these seem to be higher 
in Ethiopia than in Kenya. In the case of beef, the minimum and maximum prices in Ethiopia fall 
respectively below and above the extreme prices paid by the Kenya Meat Commission. If these 
differences are in fact real—and only estimates are available for Ethiopia—they might be 
explained by the existence of two public organizations in Kenya (the Livestock Marketing 
Division and the Kenya Meat Commission) which influence prices paid to producers. In Ethiopia 
price formation depends entirely on market forces. 
22    Average prices paid to/by farmers. 
  in US cents 
  Ethiopia Kenya 
Agricultural products 
Milk (kg.) 17/27.5a. 13.0 
Beef (kg lw) 40/100b 50/90c 
Cereals (kg.) 10.2/25.6d 9/13.5e 
Coffee (kg) 195f 270g 
Fertilizer (kg.) 24/35h 15/25j 
Unskilled labour (8 hour/day ) 72.0 61.0 
a. Price paid by Shola Milk Factory Addis Ababa/ free price estimated by ILCA 
b. Poor and good quality: 1L C A estimate 
c. Price paid by KMC : poor and goad quality 
d. Maize /teff wholesale price in Addis Ababa 
e. Maize/wheat production price 
f. Wholesale price in Addis Ababa 
g. Price in Nairobi 
h. Paid by small and large farms 
j. Ammonium sulphate/superphosphate 
Sources: Ref. 10, 12 
23    Agricultural price ratio. 
Relative prices Ethiopia Kenya 
Beefa/milkb 2.5 5.4 
Beef/cerealsa 3.9 6.2 
Beef/maize 6.9 7.8 
Milkb/maize 2. 7 1.4 
a. Calculated on the basis of the average of information from the preceding table  
b. Calculated on the basis of estimated free prices 
As a means of comparing production costs, the comparison of producer price ratios underlines 
certain characteristics of agriculture in Ethiopia and in Kenya. The price ratio of beef/cereals in 
both countries is relatively low, which is usually an indication of traditional livestock systems 
based on cheap grazing. At the same time, it shows the relative disadvantage of producing 
cereals in Ethiopia, reflected by the low productivity of teff. The price ratio of beef/maize is more 
significant and is practically identical in Ethiopia and Kenya. 
The price ratio levels for beef/milk, which are also low, indicate the same traditional stage of 
livestock development. This ratio is lower in Ethiopia than in Kenya, however, which means that 
Ethiopia is at a relative disadvantage for milk production. An examination of milk/maize price 
ratios in Ethiopia—almost double that in Kenya—also shows the relative disadvantage of milk 
production in Ethiopia, but this time in comparison with maize production. 
In terms of trade, this set of relations should theoretically encourage Ethiopia to sell meat to 
Kenya and in turn to buy dairy products from Kenya. The comparison cannot be applied to teff 
since Kenya does not produce this crop. In fact, the two economies are largely independent of 
one another and their exchanges are limited. However low the volume of trade may be, it 
nevertheless lies in the direction described above for these two specific products: the illegal sale 
of live animals from Ethiopia to Kenya and butter exports from Kenya to Ethiopia. 
The price ratios have developed differently over the last ten years, and are indicative of the 
changes that have taken place in Kenyan and Ethiopian agriculture. In Kenya, there has been a 
tendency for beef/cereal and milk/ cereal price ratios to fall since the beginning of the last 
decade, while the beef/milk price ratio has fluctuated, though with no particular trend. These 
developments indicate a deterioration in the relative prices of livestock products, a reflection of 
the tensions arising in Kenyan agriculture during the 1972–75 crisis, as well as the upheavals 
on the world cereal market. This deterioration explains the drop in the commercial production of 
milk and meat during the 1972–75 period (see above). 
The trends reflected by the Ethiopian price indicators are different. In that country, the 
meat/cereal price ratio appears to have fluctuated without taking any particular direction. The 
meat/milk price ratio has shown a tendency to deteriorate, while the milk/ cereal price ratio has 
shown a tendency to improve, though influenced by sharp fluctuations in cereal prices. The 
overall development of price ratios underlines, therefore, that the relative rise in milk prices is 
one of the dominant characteristics of Ethiopian agriculture. 
 The comparative analysis of price ratios for the year 1976 emphasized the relative disadvantage 
of the Ethiopian milk industry versus that of Kenya. The evolution of these same price ratios 
indicates a worsening situation. 
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